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Tunisia has traditionallybeen an exporter of durum wheat while
importing increasing quantities of bread wheat to meet consumption
requirements. If some wheat
used for durum is shifted to
bread wheat, the consumption
land, five-sixths of which is currently
more productive Mexican varieties of
deficit in bread wheat could be reduced
or even eliminated. While this would decrease the needs for bread
wheat imports under Food for Peace, it may also cut supplies of durum
for export which in turn has implications for foreign exchange earnings.
If a sizeable shift is made in wheat land from durum to bread wheat, it
is also possible that an export surplus in bread wheat could be pro-
duced. Consequently, it is important to analyze current and prospective
trends in world supplies, trade and prices of bread wheat and durum.
World price differentials between bread wheat and durum will influence
the optimum allocation of land devoted to the production of each class
of wheat.
Current Trends in World Wheat Production and Prices
World wheat production and stocks have increased substantially
over the past two years. This is in marked contrast to the situation
that existed several years ago when
* The author wishes to acknowledge
assistance of John Hyslop in the
stocks had fallen to relatively low
the helpful suggestions and
preparation of this report.2
levels in the principal exporting countries and there were fears of
an impendingworld shortage of wheat.
Wheat production has increased in all of the






the 1968-69 wheat crop was recently estimated to be 18
compared to 16.6 million in 1967-68 and the previous
million in 1964-65.L’ Production in Pakistan has also
increased sharply. Increased supplies in the exporting countries and
reduced import needs in the importing countries have resulted in a
lower volume of world trade in wheat and increases in stocks. As of
April 1, this year, wheat supplies available for export or carryover
in the United States, Canada, Australia and Argentina were estimated
at 2.4 billion bushels, up 580 million from a year ago and 720 million
above two years ago. Continued high levels of production and reduced
exports over the past two years have accounted for these large gains
in exportable supplies.~/
In contrast to the situation that existed in the late 1950’s and
early 1960’s, less of the
States now. By mid-1969,
in Canada, Australia, and
wheat stocks are concentrated in the United
combined stocks (for export and carryover)
Argentina were expected to be around 1.2
~/ D. V. Khosla, “India’s 1968-69 Wheat Crop--A New Record,” Foreign
Agriculture, Foreign Agricultural Service, U.S. Department of
Agriculture, June 16, 1969.
~/ Wheat Situation, Economic Research Service, U.S. Department of
Agriculture, nay 1969.3
billion bushels as against a previous record of 900 million and an
average of about 800 million during the late 1950’s and early 1960’s.~/
Increasedwheat supplies have created pressure on world wheat
prices which have fallen. It has recently been reported that in the
case of some world wheat sales involving special credit terms and other
concessions, prices have fallen below the minimums permitted by the
1967 InternationalGrains Arrangement. The latter was an outcome of
the Kennedy Round of tariff negotiations. It superseded the Inter-
national Wheat Agreement which was in effect eighteen years.
The InternationalGrains Arrangement is a key element in the
regulation of internationalwheat prices. It is relevant to the prob-
lem under consideration in this paper because it provides information
on world prices of Mexican wheats relative to other wheats. Tunisia
is a member of the InternationalGrains Arrangement as a wheat importing
country. However, it must also abide by the provisions of this Arrange-
ment when it exports wheat as is sometimes the case with durum.
The InternationalGrains Arrangement of 1967 sets minimum and
maximum prices for fourteen major wheats moving.in world trade and
spells out procedures to be followed when prices reach the limits of
therange.~/ In
Wheat Agreement,
a significant departure from the old International
the new Arrangement establishes a series of minimum
~/ Wheat Situation, Economic Research Service, U.S. Department of
Agriculture, February 1969.
~/ InternationalGrains Arrangement, 1967, FAS-M-195, Foreign Agri-
cultural Service, U.S. Department of Agriculture, November 1967.4
prices for major
and quality at a
wheats based primarily on differences in market value
common location. It also establishes maximum prices
at $14.70 per metric ton above the minimum, providing a range in which
prices may fluctuate in response to supply and demand. These price
ranges are set forth in Article 6 of the InternationalGrains Arrange-
ment (ExhibitA). The minimum and maximum prices for Mexican wheat
f.o.b. Mexican Pacific Ports are U.S. dollars 56.95 and 71.65 per metric
ton, respectively. These prices are 10.29 dollars less than those estab-
lished for U.S. Dark Northern Spring and 6.61 dollars less than those
for U.S. Hard Red Winter - the two most common bread wheats in the U.S.
These price differentials primarily reflect differences in market value
and quality. The prices of the Mexican wheats are nearly the same as
those established for standard soft wheat produced in the European
Economic Community. This
is concerned, the Mexican
European soft wheats.
may indicate that, as far as milling quality
wheats may not differ significantly from the
These price comparisons have implications for wheat production
policy in Tunisia. If Tunisia were to shift enough land area from
durum to Mexican wheat to achieve an export surplus it would probably
encounter considerable difficulty in exporting such wheat to the
European market. Western Europe especially France, currently has a




such wheat even with sizeable export subsidies. It is true
Europe does import some of the stronger milling quality
U.S. spring wheats for blending with their own soft wheats.5
Indicationsare, however, that the Mexican wheats, even when produced
under dry-land conditions, would not substitute for North American
spring wheats for such blending purposes,
While Western Europe has a surplus of soft wheat, it is also the
world’s largest import markets for durum wheat. The International
Grains Arrangement provides that durum wheat is excluded from the




the past have sometimes risen to sizeable premiums over other wheats
years when durum has been in short supply. Durum prices are subject
a minimum under the Arrangement, although that minimum is not spec-
ified, and is to be determined by a Prices Review Committee.
The InternationalGrains Arrangement went into force for a three-
year period on July 1, 1968. If present trends in world wheat production
continue, indications are that the minimum price provisions under the
Arrangement will be subject to increasing pressure.
Price and production policy for cereals in Tunisia will be in-
fluenced by trends in world cereal production, demand and world prices.
Prospective trends in world cereal production relative to demand will
now be analyzed.
Projected Trends in World Supply and Demand for Cereals
The Organization for Economic Cooperation, O.E.C.D., recently pub-
lished a report which analyzes prospective trends in the production and
consumption of major foodstuffs in the O.E,C.D. area and in Oceania.~/
5_/ Agricultural Projections for 1975 and 1985, (Europe,North America,
Japan, Oceania) Production and Consumption of Major Foodstuffs,
O.E.C.D., Paris, 1968.6
Exhibit A
ARTICLE 6, INTERNATIONALGRAINS ARRANGEMENT, 1967
Prices of Wheat
1. The Schedule of minimum and maximum prices, basis f.o.b. Gulf ports, is





Manitoba No. 1 71.83
Manitoba No. 3 69.81
United States of America
Dark Northern Spring No. 1 14% 67.74
Hard Red Winter No. 2 (ordinary) 63.57
Western White No. 1 61,73






Standard 55 l 12
Sweden 55.12



















2. The minimum prices and maximum prices for the specified Canadian and U.S.
wheats, f.o.b. Pacific northwest ports shall be 6 cents less than the
prices in paragraph (1) of this Article.
3. The minimum and maximum prices for Mexican wheat on sample or description
f.o.b. Mexican Pacific ports or at the Mexican border. whichever is applicable,
shall be U.S. dollars 56.95 and 71.65 per metric ton resp.7
The major results of this study and the policy implicationsare sum-
marized by Michael Tracy, Head of the O.E.C.D. Agricultural Policies
Division, in a recent article in the Q.E.C.D. Observer. The discussion
below was drawn from that article.~/
The study shows that the O.E.C.D. area and Oceania are likely to
have in the years ahead substantial quantities of food in excess of
their own requirements,which could be available for export to other
regions, in particular to the less developed countries of the world.
The potential of these areas to expand food production in excess of
their own needs shows up primarily in the form of net export avail-
abilities of grain.
It is estimated that net export availabilities of grain in the
O.E.C.D. area plus Oceania would rise from 20 million tons in 1961-63
)
to 90 million tons in 1975 and 121 million tons in 1985. These size-
able surpluses imply that outlets would have to be found in other regions
for 19 percent of production in 1975 and 22 percent in 1985 (Table 1).
Out of the total net export availability of 90 million tons in
1975, 48 million would consist of bread grains (wheat and rye), and 42
million of feed grains (maize, barley, oats, etc.). Depending on price
relationships between bread grains and feed grains, however, there are
possibilities for substitution in both production and utilization.
&/ I!Agricultural projections for 1975 and 1985,” O.E.C.D. observers
Organization for Economic Cooperation and Development, Paris,
February 1969, pp. 33-37.8
Table 1: Projected Net Export Availabilities in Grains (ExcludingRice),
Europe, North America, Japan, and Oceania Exports (+) Imports
(-) in Million Metric Tons
1961-63 1975 1985
North America t46.3 +107.4 -I-141.2
EEC -10.$ - 8,1 - 6.9
Other N. W. Europe -12.2 - 4.8 . 2.8
S. Europe - 3.5 + 1.8 1- 1.9
Japan - 6.0 - 16.7 - 24.0
Oceania + 6.6 + 10.2 + 11.4
Total +20.3 + 09.8 +120.8
Source: Agricultural Projections for 1975 and 1985, O.E.C.S., Paris, 1968.It is emphasized that this
without any special stimulus to
9
extra production could be obtained
output, simply on the basis of present
policies. Further, these results were obtained on the assumption that
the U.S. continues tQ hold a significant part of its crop land out of
production. So the potential export availability could be even higher.
What are the prospects for these projected export availabilities
of grain being absorbed by exports to other regions? In answer to
this question, it is concluded that the prospects are not bright for
anything like 90 million tons of cereals projected as net exports for
1975 being taken by other regions. FAO estimated two or three years
ago that the net import requirement of these other regions would not
exceed 27 million tons. Since these calculations were made, successes
with new varieties of wheat have increased the prospects of self-
sufficiency in major less developed countries such as India and Pakistan.
The demand for feed grains will likely increase in the devel~ping coun-
tries with growth in the consumption of livestock products, but it is
unlikely that these countries will be willing to use a large part of
their scarce foreign exchange to purchase grains from’abroad.





be overcome by increased food aid programs financed by the
countries. While such programs might be expanded, it is
that it is unlikely that such programs can be very substantially
for three reasons. First, there are limitations in transport
facilities, especially as regards handling at the ports and internal trans-
port in the receiving countries. Second, there are risks in discouraging10
agricultural expansion in the developing countries. Third, there are
limitations on the amount of food aid that the developed countries will
be willing to finance.
Regarding the policy implications of the study, Tracy concludes
that the developed countries will have to take steps to adjust the
supply and demand for cereals. TWO main policy tools are available
for this purpose. One is to reduce the price of cereals. In all
O.E.C.D. countries, cereal prices are supported at levels well above
costs of production by efficient producers. A reduction in price would
discourage the expansion in cereal areas and might lead to some con-
traction; it should also encourage greater use of cereals in livestock
feed. Since it is very difficult to reduce prices to the extent necessary
to control production, a gradual decrease in the relative price of cereals
over a period of years is areasonable goal. Consequently, it will be
difficult to avoid tileother policy tool, namely, direct supply control
programs to limit cereal production.
On the basis of the evidence presented above, it can be concluded
that world supplies of cereals will probably expand at a more rapid rate
than available markets in the immediate years ahead, and world prices will
be under pressure. Certainly the long-run prospects for exports of average
quality bread wheat at current price levels are not bright.
While durum prices can be expected to follow the general trend in
bread wheat prices, the world market for durum is unique because of geo-
graphical concentration of durum production in the world and the specialized11
use of durum in pasta products. Since Tunisia is located in a part of
the world where durum can be produced, and since it has traditionally
produced primarily durum wheat, an analysis of current and prospective
trends in world production and prices of durum will follow.
Foreim Trade Prospects for Durum
The market structure for durum is different than that for bread
wheat. The durum market is subject to its own factors of demand and
supply. On the demand side, durum is used primarily for pasta products,
macaroni, and spaghetti, and in these products it has no really good
substitutes. In Tunisia, it is also the preferred raw material for
COUS-COUS a staple in the Tunisian diet. On the supply side, production
of durum is much more concentrated geographically in the world than is
bread wheat. The main producing areas are the countries in the Mediter-
ranean basin, North America, the USSR and Argentine (Table 2). Durum
production in the Mediterranean region is very vulnerable to weather
conditions, especially droughts. In Canada and the United States
production varies with changes in weather and also as producers shift
the area sown to durum in response to changes in market premiums of
durum over spring wheat.
Variations in world durum production coupled with an inelastic
demand, which is largely due to the poor substitutabilityof other
wheats for durum in pasta products, results in wide price fluctuations
for durum from year to year.12
As shown in Table 2, world production of durum over the past
seven years has been relatively stable at a level substantially
higher than in the preceding four years. As a result, durum prices
have also been relatively stable, but at lower level than existed in
the earlier period. Since 1961/62, when durum prices were at substan-
tial premiums over bread wheats of the highest quality, durum premiums
have declined to modest levels or disappeared (Table 3).
Foreign trade in durum is geographically concentrated as is
production. During the last six crop years, Canada, the U.S.A., and
Argentina have supplied over 90 percent of the world’s exports, 10.8
million tons out of a total of 11.7 million tons. The largest market
is Western Europe which took 70 percent of the total imports. In this
area, France, Italy, F.R. Germany, and Switzerland are the main importers
of durum wheat. Italy has always been a substantial producer, but also
imports sizeable quantities. France has typically been the largest
importer of durum, but production in that country is increasing. Trends
in durum exports and imports in selected countries are shown in Table 4
and 5.
Production and trade prospects for North African durum are of
special interest to the problem under consideration in this paper. In-
formation provided by the InternationalWheat Council points out that
durum production in Algeria, Morocco, and Tunisia has remained static
since 1962-63. On the other hand, population has expanded in this period
by 12-15 percent so durum exports have virtually disappeared.13
Table 2: Estimated Production of Durum Wheat by Region 1959-1968/69
Million Metric Tons
1959/ 1960/ 1961/ 1962/ 1963/ 1964/ 1965/ 1966/ 1967/ 1968/











2.3 1.8 2.4 2.4 2.6 2.2 2.7 2.6 3.5
3.6 3.8 3.6 4.9 5.4 4.6 4.7 4.7 5.8
2.0 2.3 1.4 2.5 2.9 2.3 2.4 1.9 2.0
1.0 1.4 1.0 3.7 2.8 2.8 2.4 2.5 2.4
0.4 0.5 0.4 1.8 1.4 0.9 0.5 0.8 0.6
0.6 0.9 0.6 1.9 1.4 1.9 1.9 2.7 1.8
0.5 0.5 0.5 0.5 0.6 0.7 0.4 0.5 0.5






World 9.9 10.3 9.4 14.5 14.9 13.2 13.2 12.8 14.8 14.6
(excl. centrally
planned countries)
~/ May include large quantities of semi-durum in Turkey, but in 1968/69 acreage and
production of durum wheat in Turkey amounted to 40% of total wheat.
Source: InternationalWheat Council
Table 3: Export Prices of Durum Wheat and No. 1 Manitoba Northern, 2961/62-1967/68
Argentine Canadian U.S.A. In Store
Fort William/
Port Arthur
Candeal/ No. 1 C.W. No. 3 No. 1
Taganrog Amber Durum Hard Amber Manitoba
f.o.b. in Store Durum Northern
Fort William/ f.o.b. Lakes
Season Port Arthur
U.S. Dollar per metric ton
1961/62 115.01 119.79 n.a. 66.14
1962/63 67.61 88.19 88.55 66.87
1963/64 67.61 88.19 66.51 69.08
1964/65 56.58 67.61 62.46 67.61
1965/66 57.32 67.98 59.53 68.34
1966/67 64.67 76.79 70.18 72.02
1967/68 63.93 73.49 69.45 66.14














































































As shown in Table 4, Tunisia’s exports have declined substantially in
recent years. In 1966/67 and 1967/68 severe droughts almost eliminated
exports.
Other factors involved in the decline in durum exports were (1) the
elimination of the trade preference that these countries previously en-
joyed in the French market, and (2) the high level of internal (support)
prices for durum in these three countries relative to internationaldurum
prices with which they must compete.
As shown in Table 6, the Tunisian farm price for durum exceeded
the calculated C and F Prices, West Coast Italy for Argentine Candeal/
Taganrog durum in each of the past six years. While the latter prices
are only an approximate measure of the international price level for
durum, indications are that Tunisia would have had to pay rather size-
able export subsidies on durum exports, at least to markets outside of
France, since 1962/63. The trade preference that Tunisia enjoyed in the
French market which enabled it to sell durum at high French internal
prices has been terminated.
Rising population and legging growth in Tunisian durum production
combine to virtually eliminate any exportable surplus. At the same
time, strong international competition has forced the “world” price
for durum to levels well-below the domestic prices being paid to Tunisian
producers. It is therefore difficult to see a self-supporting export
trade for Tunisian durum as a likely prospect for the forseeable future.17
Table 6: Calculated C and F Prices, West Coast Italy for Argentine Candeal/
Taganrog Durum Compared with Domestic Farm Price of Durum in Tunisia,
1962/63 - 1967/68, U.S. Dollars per Metric Ton
Annual Average C and F Tunisia
Prices West Coast Italy Farm
Argentina Candeal/Taganrog~’ Price~~* Difference
Aug/July 1962/63 77.16 99.94 -I- 22.78
Aug/July 1963/64 79.00 99.94 -t20.94
Aug/July 1964/65 67.98 80.00 -i- 12.02
Aug/July 1965/66 69.81 80.00 + 10.19
Aug/July 1966/67 77.16 80.00 -t 2.84
Aug/June 1967/68 75.33 91.43 i-16.10
,1: Ocean freight rates added to f.o.b. Argentine price
>~ >,<IMF exchange rate
Source: InternationalWheat Council18
Higher “world” prices for durum, such that Tunisia could re-estab-
lish a viable export trade, appear to be equally unlikely. World demand
does not appear to be growing fast enough to cause any sharp upward price
trends. At the same time, producers in the major exporting countries have
shown themselves able to react to periods of high prices with increased
production, Thus, past experience has shown high prices for durum to be
only temporary, usually giving way to increased supplied the following
season.
Trade Association with the European Common Market
The export price prospects for Tunisian durum would be markedly
improved if Tunisia were able to negotiate a more favorable trade arrange-
ment with the European Economic Community (Common Market). The Common
Market recently took what they described as Ilthefirst step tO full associ-
ation with Tunisia and Morocco“ after five years of negotiations, with the
signing of an association agreement in Tunis on March 28th of this year.
This agreement provided that the 15 percent fixed tariff on pasta and
COUS-COUS flour is waived, but Tunisian and Moroccan exports of these
products to the Common Market still pay the variable levy.~/ The vari-
able import levy which remains is very important and sizeable. It
automatically raises the import price of durum wheat and durum products
up to the high internal price level within the Common Market. Hence,
it insulates European farmers from the competition of lower priced
wheat imports.
~1 “Morrocco and Tunisia Sign with the Community,” European Community,
Brussels, No. 123, May 169, p. 17.19
The Common Market supports durum
to bread wheat. As shown in Table 7,
prices at a very high level relative
the producer’s guaranteed price for
durum within the Common Market is $145/metric ton. This is $46.25/metric
ton more than the producer’s bread wheat price which is guaranteed at $98.75/
metric ton, so the durum-bread wheat price ratio is 1.47:1. Durum producers
within the Common Market do not receive all of the guaranteed minimum price
through the market price. They obtain $27.50/metric ton
direct income payment from the Community Treasury. This
minimum price at the farm level paid by consumers in the





farmers is $91.43/metric ton,
is a price ratio of 1.12:1.
If Tunisia were able to
metric ton on durum exports,
But it may be quite unlikely
the base farm price for durum to Tunisian
while that of bread wheat is $81.90. This
receive the Common Market price of $117.40/
it could, of course, profit from such trade.
that the Common Market would be willing to
grant such a trade concession.
When the Common Market adopted its Uniform Grain Prices, durum prices
in France, which previously had been low relative to Italian prices, were
substantially increased. This has probably been an important factor in-
ducing more durum production in France. Durum production in France rose
from 14,000 tons in 1957/58 to 60,000 tons in 1965/66 to 284,000 tons in
1968/69.~’ The breakoff of special trade ties with her former colonies
Q/ Information from the InternationalWheat Council.Table 7: European Common
September 1968
20





Producer’s guaranteed price 145.00 98.75
Intervention price 117.50 98.75
Income payment 27.50 none
Source: “EEC Sets Higher Farm Commodity J?ricesS” Foreign Agriculture,
U.S. Department of
January 15, 1969.
__ _—. _ —.—.
Agriculture, Foreign Agricultural Service,21
of North Africa after the latter received their independence also may
have induced greater efforts in France to produce commodities that pre-
viously had been produced in those countries.
Implications for Wheat Production Policy in Tunisia
On the basis of the above brief discussion of current trends and
prospects for world production and trade for bread wheats and durum,
the following implications can be drawn for wheat production policy in
Tunisia.
10 Production of cereals in the developed countries will probably
increase at a more rapid rate than demand, resulting in substantially
larger export availabilities in these countries if present policies
and price relationships are continued. Competition in the world
cereals market will be intensified and world prices will be subject
to downward pressures. The developed countries may be forced to
reduce farm price supports for cereals and/or initiate supply con-
trol programs to limit cereal production.
Tunisia could, through the introduction of new bread wheat varieties
on expanded area and the application of science and technology to
wheat farming, increase its production of bread wheat beyond the
! needs of the domestic market. It is likely, however, that diffi-
culties would be encountered in exporting Mexican wheats at prices
that would provide adequate returns to producers. Sizeable export
subsidies would be required to make up the differential between
Tunisian farm prices and lower world prices. The European Economic22
Community, and especially France, already has a surplus of average
quality bread wheat, the export of which is now being subsidized
at rates that bring the price down to near feed grain prices.
Although the European Economic Community typically imports a
limited quantity of high protein North American hard red spring
wheat for blending with their own wheats of weaker milling strength,
it is quite doubtful that Mexican wheats could compete in such a
market.
2. While the export prospects for durum wheat from the North African
countries may be “unpromising”, the prospects for durum exports
are certainly more promising than for bread wheat exports. If
Tunisia can increase durum supplies through improved production
technology, the market for any exportable surplus will probably
be stronger than for any bread wheat surplus. Tunisia has a
favorable location relative to the largest world import market,
namely, Western Europe. Furthermore, Tunisia, in thepast, was
traditionally an important exporter to that market, particularly
France. Competition to supply that market will be intense. Export
subsidies will be necessitated if Tunisia’s internal durum prices
remain at current levels unless Tunisia can obtain special trade
terms with the Common Market. Durum wheat will probably continue
to sell at rather sizeable premiums to bread wheat of the quality
that can be produced in Tunisia.23
3, Tunisia should pay close attention to internationalmarkets in
setting their internal price level for wheat and also to the
durum-bread wheat price relationships. At present, the general
level of wheat prices in Tunisia seems to be in line with those
of other wheat importing countries in a comparable stage of de-
velopment. Its durum-bread wheat price ratio of 1.12:1 also
seems to be currently in harmony with world market price relation-
ships.
4. The relationship between wheat and feed grain prices will also
become more important in the years ahead. At present, bread
wheat prices in Tunisia are quite high relative to barley prices.
The bread wheat-barley price ratio is 1.5:1 while Ehe bread wheat-
barley feed value ratio is only about 1.1:1.
lf the bread wheat production’ program is a success and wheat
s~Irpl(lses appear LO be a possibility, bread wheat prices should
then bc lowered relative to the price of barley. This should
induce some shifts in land area from bread wheat to barley. It
will be desirable for Tunisia to increase its production of feed
grains to facilitate expanded livestock production. In The 1969-72
Agricultural Plan, meat animal production is scheduled to increase
by more than 8 percent per year. In much of the developed world
the trend is for wheat and barley price ratios to be adjusted to
conform more closely to the feed value ratio. In the European24
Common Market, this was done by increasing the price of barley.
However, since wheat prices are very high in the Common Market
relative to the world market it would have been more desirable
to have changed the price ratio by reducing wheat prices, such
as has been done in the United States. If in the future Tunisia
wishes to change the bread wheat-barley price ratio, it will probably
be the best policy to do so by reducing bread wheat prices rather
than increasing barley prices,